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3"373:“ UNITED STATES ENVIRONMENTAL PROTECTION AGENCY
Y. 3 REGION 10 |
3 i 1200 Sixth Avenue
%&M s Seattle, WA 98101
e oS March 30, 2001
Reply To

Atn Of OAQ-107

CERTIFIED MAIL - RETURN RECEIPT REQUESTED

Kevin R. Johnson, Director

Duke Energy North America, LLC
655 3 St. PMB 49

Oakland, CA 94607

Laura Schinnell, Project Scientist
Energy Northwest

471 Lambert Road

P.O. Box 1223

Eima, Washington 98541

Re: Administrative Order on Consent: Duke Energy CGrays Harbor, LLP and Energy Northwest,
Docket No. CAA-10-2001-0097

Dear Mr. Johnson and Ms. Schinnell:

Enclosed is an Administrative Order on Consent (“Order”) issued under the authority of Section
167 of the Clean Air Act (“Act”), 42 U.S.C. §7477, related to the proposed construction of the Satsop
Combustion Turbine Project Electrical Generating Facility (“Satsop CT Project”) located in Elma,
Washington. This Order resolves matters related to the Prevention of Significant Deterioration {(“PSD™)
provisions of the Act, located at Part C of Subchapter I of the Act, 42 U.S.C. § 7470-7492.

We appreciate Duke Energy’s and Energy Northwest’s efforts in working with staff from the
Environmental Protection Agency to resolve issues related to the Satsop CT Project’s PSD perrmit. If you
have any questions related to this Order, please contact John Keenan of my staff at (206) 553-1817, or
Jeffrey Kopf, Assistant Regional Counsel, at (206) 553-1477.

Sincerely,
Barbar McA]]lster Director

Office of Air Quality
EPA, Region 10

Enclosure

cc: Charles Blumenfeld, Perkins Coie, LLP

ﬁ Frinted on Recycled Paper



UNITED STATES ENVIRONMENTAL PROTECTION AGENCY

~ In the Matter of:

Duke Energy Grays Harbor, LLC and
Energy Northwest, Satsop Combustion
Turbine Project Electrical Generating
Facility,

Docket No. CAA-10-2001-0097

ADMINISTRATIVE ORDER
ON CONSENT

Elma, Washington,

Respondents.
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ADMINISTRATIVE ORDER ON CONSENT

WI-IBREAS,. the Env:irbnmental Protection Agency (“EPA”) and Euérgy Facility Site
Evaluation Council (“EFSEC”) issued a Pre\?ention of Signiﬁcapt Detérioration (“PSD”") permit
| to Energy Northwest on September ‘12, 1996, for the purpose of constructing the Satsop
Combqstion Turbine Project Electrical Generating Facility (“Satsop CT Project”) to be located in
Elma, Washington;

WfHEREAS, the current PSD permit for the Satsop CT Project allows for the installation
of two separate combined cycle, natural-gas fired power generation lines, each line rated at 245
megaWatts (“M'W”.) and consisting of é Westinghouse 501F combination turbine génerator

(“CTG”), a heat recovery steam generator (“HRSG”), and a Westinghouse steam turbine

generator (“STG");
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WHEREAS, effective March 11, 1998, EPA and EFSEC granted an 18-month extension
of the PSD permit issued for the Satsop CT rProject;

WHEREAS, effective September 11 1999, EPA and EFSEC granted Energy Northwest a
second 18-month extension of the PSD permit issued for the Satsop CT Project; -

WHEREAS, the current 18-month extension expﬂ*ed on March 11, 2001;

WHEREAS, the current PSD permit for the Satsop CT Project requires the installation of

Best Available Control Technology "(“BACT”) which was determined for nitrogen oxides

(“NO,) tobe a combination of advanced dry-low NOx combuster technology with selective
batalytic reductioﬁ (“SCR™) control technology;

WHEREAS, the current PSD permit requires that NO, emissions from each CTG/HRSG
exhaust .stack of the Satsop CT Project shall not exceed an houﬂy average of 3.0 parts per million.
by volume, dry (“ppmdv”) corrected to 15 percent oxygen (“O,");

WfIER_EAS, Duke Enelrgy Grays Harbor, LLC, and Energy Northwest are partners in
constructing the Satsop CT Project;

WHEREAS, Duke Energy and Eﬁergy Northwest were not able to commence or begin
actual construction of the Satsop C’f Project prior to the expiration of the second 18-month
extension on Mérch 11, 2001;

WHEREAS, under the federal PSD regulations found at 40 C.F.R. § 52.21(b)-(w) which

have been incorporated into the Washington State Implementation Plan (“Plan”) at 40 C.E.R.
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§ 52.2497, a “major stationary source” may not Begin actual construction without first obtaining
a PSD pérmit whjch states that the sc;urce meets the requifemcnts of 40 C.ER. § 52.21(})-(1);

WHEREAS, pursuant to 40 C.E.R. § 52.21(u), EPA has partially delegated to EFSEC
résponsibility for administering and enforcing the federal PSD regulations; | |

WHEREAS, under the EFSEC fegu]ations for air permit applications (WAC 463-42-385)
_and Ecology regulations for new source review (WAC ch. 173-400), an owner or operator must
file a notice of construction applicétion and obtain an approval orde.l~ and PSD permit prior to
beginning actual construction of a major stationary source;

WHEREAS, construption of the Satsop CT Project wi]l constitute construction of a major
stationary source under the previously mentioned federal'and state regulations;

WHEREAS, the Governor of Washington sigﬁed a Proclamation on January 26, 2001,
finding that vital public services, particularly affordable electrical power, are at risk and there
exists a situation that threatens to disrupt or diminish the supply of energy to the extent that the

- public health, safety, .and general welfare may be jeopardized, and declared an energy supply alert
within the State of Washington;

WHEREAS, the Governor of Washington sent a letter to EPA dated March 28 2001, -
stating that because of the State of Washington’s current critical energy supply situation, it was in
the public interest to allow Duke Energy and Energy Nprthwest to begin construction of the

Satsop CT Project prior to the issuance of a PSD permit;

U.S. Environmental Protection Agency
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WHEREAS, Duke Energy and Energy Northwest propose to modify the_Satsbp CT
Project to utilize General Electric (“GE”) equipment that will produce approximately 650 MW of
' electricity and plan to commence commercial operation in 2003;

- WHEREAS, Duke Energy and Energy Northwest intend to apply for a new PSD permit
for the Satsop CT Project; B

WHEREAS, 111 order to meet the_, projected date for Commencing Commercial Operation,
and because of a limited construction season due to weather conditions, Duke Energy and Eﬁergy
Northwest plan to begin act;ual construction of the Satsop CT Project in June 2001; |

WHEREAS, Duke Energy and Energy Northwest agree that. they will nét commence
commercial operation of the Satsop CT. Project until they have obtained, and are complying with,
anew PSD permit;

- WHEREAS, the cur;eﬁt PSD permit allows the Satsop CT Project to bumn oil 360 hburs
per combustion turbine per calendar year resulting in potential NO, emissions of 32 tpy and SO,
emissions of 36 tpy;

WHEREAS, Duke Eﬁergy and Energy Northwest further agree to burn only natural gas
and will not request to have the option of burmng oil, or any other petroleum produét, in tﬂe new
PSD permit;

‘WHEREAS, EPA believes that no air pollution standards will be exceeded, and no harm
to the environment will occur if Duke Energy and Energy Northwest begin actual construction of

the Satsop CT Project prior to receiving a new PSD permit;

: U.S. Environmental Protection Agency
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WHEREAS, EPA, Duke Energy, and Energy Northwest (the-“Parties”) agree that in order
to assist in alleviating the energy generation shortfall and to prevent a future shortfall in
Washington State, this Administrative Order on Consent (“Order) is in the public interést;

NOW, THEREFORE; the Parties agree that:

I Authority to Issue Order
I.  EPAhasthe authority to issue the order pursuant to Section 167 of the Clean Air
Act, 42 U.S.C. § 7477 (“Act”).

1I. Applicability and Binding Effect

2. This Order shall apply to and be binding upon EPA and Duke Energy and Energy
Nonhwest, their sﬁ-ccesso'rs and assigns, and fheir officers, directors, agents, servants, and
employees in their capacities as such, aséignees and delegéteeé and all other pei'sons and entities
as provided for in Fed. R. Civ. P. 65 (dj.

3. From the Effective Date of this Order, until its termination, Duke Energy and
Energy Northw-est shall give written notice and a copy of this Order to any successors in interest
at least thlrty (30) days prior to any transfer of ownership of any portion of or interest in the
Satsop CT Project, 61' any assignﬁent of rights concerning, or delegation of duties relating to, any
of the opgratioﬁs of the Satsop CT Project. Duke Energy and Energy Northwest shall condition
any transfer, n whole or in part, of ownership of, operation of, or other interest in the Satsop CT
Project upon a binding written cornmitment to fully and Successfu]ly execute the terms and

conditions of this Order. Simultaneously with such notice, Duke Energy and Energy Northwest
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shaﬁ provide written notice of such transfer, assignment, or delegation to EPA. In tﬁe event olf
.any such ﬁansfef, assignment, or delegation, Duke Energy and Energy Northwest shall not be
released from the obligations or liabilities of this Order unless Ei’A has pfovid;:d writteﬁ
épprovél of the release of said obligations or Liabilities.
III.  Definitions
4. Unless otherwise expressly provided herein, terms used m this Order shall have
- the meaning given to those terms in the Clean Air Act, and the regulations prému]gated :
thereunder, and the Washington SIP and the regulatioﬁs promulgated thércundef. In addition, fhe |
following definitions shall api)ly to the terms contained within this Order:

“BACT” meanslthe Best Avgilable-Control Technology, as deﬁned by Section 169(3) of
the Act, 40 C.ER. § 5_2.21(bj(12), and WAC 173-400-030(10) as incorporéted into the
Washington SIP; |

“Commence commercial operation” shall have the same meaning as that term is given
under 40 C.F.R. § 72.2, which is to have begun to generate electricity for sﬂe, including the sale
of test generation; |

“Duke Energy” means Duke Energy Grays Harbor, LLC, its successors and assigns, and
its officers, ciirectors, agents, sgﬁmts, and employees in théir capacities as such, assignees and
delegatees and all other persons and entities as provided for in Fed. R. Civ. P. 65(d);

“Effective Date” means the latter date, if any, of signature by the Parties;

. : U.S. Environmental Protection Agency
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“Energy No.rthwést” means Eﬁergy N01_’thwest, its' successors and assigns, and its ofﬁcérs,
directors, agents, servants, and employees in their capacities as such, assignees and delegatees
and all other persons and entities as provided for in Fed. R. Civ. P. 65(d); _

“Order” means this Administrative Order on Consent:

“Parties” means EPA, Duke Energy, and Energy Northwest;

“Sats;)p CT Project” meauns the Satsop Combustion Turbine Project Electrical Generating
Facility located in Elma, Washington, owned by Duke Energy and Energy N_orthwést.

IV.  Terms and Conditions

5. Duke Energy and Energy Northwest shall submit a PSD permit application for
the construction of the Satsop CT Projc;Ct to EPA and EFSEC within 60 days of the Effective
Date of this Order. |

6. EPA agrees to liée its best efforts to review the PSD permit and issue a new PSD
permit jointly- with EFSEC as expeditiously as possible.

7. The BACT analysis contained in the PSD permit application shall be conducted as .
it would be for any proposed combustion turbine project and shall not be prejudiced by the fact
that the actual construction of the Satsop CT Project has begun.

8. Inits PSD permit application, Duke Energy and Energy Northwest shall request
that BACT be no less stringent than what was determined to be BACT m its cur.reﬁt PSD permit

(i-e. a combination of advanced dry-low NO, combustor technology with SCR control technology

for NO).
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9. In its PSD permit application, Duke Energy and Energy Northwest shall request
that the NO, emissions from each CTG/HRSG exhaust stack of the Satsop CTI Project not exceed
3.0 ppmdv corrected to 15 percenf: O, calculated on a hourly average. Duke Energy and Energy
Northwest shall also request that the NO, emissions from each CTG/HRSG exhaust stack not
exceed 2.5 ppmdv corrected to 15 percent O, calculated on a rolling 12-month average.

10.  Inits PSD permit application, Duke Energy and Energy Northwest shaﬁ request
| that the ammonia (“NH;") emissions from each CTG/HRSG exhaust stack of the Satsop CT . |

Project not exceed 10.0 ppmdv corrected to 15 percent O, averaged over a 24-hour period. Duke
Energy and Energy Northwest shall request that it be requlred to replace the SCR catalyst when
the 24-hour average NH; emissions exceed 5.0 ppmdv corrected to 15 percent O,.
11.  Imits PSD permit application, Duke Energy and Exiergy Northwest.sha]l request
_that the carbon monoxide emissions from each CTG/HRSG exhaust stack of the Satsop CT
Project not exceed 2.0 ppmdv corrected to 15 percent O, calcﬁlaiged on an hourly asrerage.
12. | In its PSD permit application, Duke Energy and Energy Northwest shall not
request tﬁe ability to burn any oil or other petroleum product, including No. 2 distillate fuel.
13. Duke Energy and Enefgy Northwest shall not:commence cormmercial operation of J
the Satsop CT Project until it receives a new PSD permit at least as protective as the conditions -
~ in paragraphs 7-12labow—re.

14.  EPA hereby reserves its r_ight to be present during any and all emissions testing

U.5. Environmental Protection Agency
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conducted at the Satsop CT Project. Accordingly, Duke Power and Energy Northwest shall
provide EPA advance written notice of its propoéed testing. The advance written notice shall be
received by EPA at least three business days prior to testing.

V. Effect of this Administrative Order

15.  Duke Energy’s and Energy Northwest’s compliance with the terms and conditions
of this Order will resolve any and all liability of Duke Energy and Energy Northwest under the
federal Clean Air Act for beginning actual construction of the Satsop CT Project without first A
applying for and obtaining a PSD permit. Compliance with this Order will not resolve Duke
Energy’s and Energy Northwest’s liability for any violations unrelated to these fmiwlar PSD
requirements.

16. While this Order is in effect, Duke Energy and Energy Northwest agree not to
dispute before the Enﬁonmental Appeals Board, in a court of law, or otherwise, the applicability
of PSD requirements to the Satsop CT Project.

17. The Parties reserve all other rights and remedies, legal and equitable, to enforce
the provisions of this Order. . |

18.  Nothing in this Order shall be construed to limit the power of EPA to undertake
any action against Duke ﬁnergy or Energy Northwest or any person in responsev to conditions that

may present an imminent and substantial endangerment to the public health, welfare, or the

environment.

19. This Order is neither a permit, license, authorization, nor a modification of
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existing permits under any fedéral, state, or local law, and in no way relievcs'Duke Energy or
Energy Nofthwest of its responsibilities to comply with all applicable federal, state, and local
laws and regulations, except as spé:ciﬁca]ly provided in this Order.
20.  EPA also reserves all rights to review, comment on, and object to the proposed
PSD permit regarding the Satsop CT Project.
VI.  General Provisions
21 | Any modification of this Order shall be by agreement of the Parties and in wﬁting
and shall not take effect until the written agreement is s_igneci by all Parties. |
22. This Order shall be effective upon the latter aate, if any; of signature By the
Parties. Signature by each Party on any copy of the Order shall constitute signature of the Order
for determining the effective date. |
23. Unless this Order states otherwise, whenever, under the terms of this Order,
written notice is required to be given, ér a report or other document is required to be sent by one
party to another, it shall be dirécted to the indiﬁdua]s specified at the addresses specified below
in paragraph 24, unless those individuals or their successors give notice of a change of address to
the other Parties in writing. All notic;es and submissions shall be considered effective upon
receipt, unless otherWise_proﬁded.
24, _ The foﬁowing addresses é:ha]l be used for notices and submissions required by

this Order:
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As to EPA:

Dan Meyer

U.S. Environmenta] Protection Agency Region 10
1200 Sixth Avenue, OAQ-107

Seattle, WA 98101-1128

As to Duke Energy:

Michael J. Sotak, Environmental Manager
Duke Energy North America, LLC

655 3™ St. PMB 49

Oakland, CA 94607

As to Energy Northwest:
Laura Schinnell, Project Scientist
471 Lambert Road

P.O. Box 1223 -
Elma, Washington 98541

VII. Termination of this Order

25.  This Order shall terminate automatically upon issﬁance of a PSD permit for the
Satsop CT Project. |

26.  Notwithstanding paragraph 25 above, this Order shall terminate, after notice by
‘ EPA, if any of the following oceurs: (1) Duke Energy and Ene1:'gy Northwest do not comply with
the material provisions of this Order; or (2) an imminent and substantial endangerment to public
health, welfare, or the enviroinment has occurred which EPA believes requjrés termination of this
Qrder. This Order terminates immediately upon receipt by Duke Energy and Energy Northwest

of the notice of termination.

U.S. Environmental Protection Agency
ADMINISTRATIVE ORDER ON CONSENT 1200 Sixth Avenue, ORC-158
NO. CAA-10-2001-0097 - Page 11 Seattle, Washington 98101

(206) 553-1037



VI, Sarvival of Texms - 7 ' L
| .27, . Paragraphs 15 aﬁd 18 of this Orﬂer shall survive the terminatjan of this Order,
unless BEPA terminates this Order jursuant to paragraph 26, in which ease the Parties will reta}‘n'
 the legai rights #nd responsibilities as they stoad prior 1o the Effective Date ofthis Order,
D{ signé.torjﬁ | _ '. | |
28, The underslgnad,- 1€ preseuiaﬁvas of the Partes, each certify that he of she is
suthorized to enter igto th.etcrm; end conditions of' this Ordu‘ and to bind lcgallj;r the Parties 1o

this Order. :

 Date; é@ of

Date: %l 24 fel

. ' _ Duke Energy Grays Harbor, LLC
Date; 5"0? “0! ' ' %M_Mlﬂ_
‘ - 2 Schinpell ™ S

Energy Northwast
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CERTIFICATE OF SERVICE

In the Matter of: Duke Energy Grays Hafbbr LLP, Eneroy Northwest Docket No. CAA-

10-2001-0097, I certify that a copy of the Admmlstratwe Order on Consent was sent this day by

the method-indicated to the following:

Copy by Certified Mail, Return Receipt Requested:

Kevin R. Johnson, Director _
Duke Energy North America, LLC
655 3 St., PMB 49

QOakland, CA 94607

Laura Schinnell
Energy Northwest
471 Lambert Road
PO Box 1223
Elma, WA 98541

Dated: "1 ¥oa o 3D, B0

‘\'\wﬁ QD%ETCL

Environmental Protectlon Agency




